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THE M AIN POINTS IN BRIEF GRAPH 
• The economic outlook for Europe 
remains gloomy. In the latest 
surveys, the vast majority of firms 
and consumers describe the econ­
omic situation as being bad. 
• The investment survey results 
signal structural changes in indus­
trial investment in 1993 that will 
work to the detriment of invest­
ment in extra capacity. 
• According to the firms covered in 
the October/November 1992 in­
vestment survey, weak demand in 
1992 has also had a detrimental 
effect on investment plans for 
1993. Reduced profit expec­
tations and growing financing 
difficulties are cited as additional 
reasons for the reluctance to 
investment. 
Indicators of economic sentiment -
European Community 
Economic sentiment indicator ' 
87 88 
1 See notes to Table 4. 
- Not seasonally adjusted 
The economic outlook for Europe remains gloomy. — In the latest 
surveys, the vast majority of firms and consumers again described 
the economic situation as being bad. Even so, the economic 
climate in industry has not deteriorated any further since 
November 1992. In the construction industry and the retail trade, 
by contrast, the economic situation was viewed more pessimisti­
cally in February than in the preceding months, and a loss of 
confidence persisted among consumers too. Economic conditions 
continue to be dominated by hesitant domestic demand: in 
addition to the marked decline in investment demand, the 
weakness of private consumption is becoming increasingly 
noticeable. This trend is borne out by the continuing depressed 
mood among consumers. Clearly, the various economic policy 
measures taken to boost activity and the more realistic wage 
agreements concluded have not yet had any appreciable impact on 
the economic climate. 
Among Community consumers, the gradual decline in confidence 
noted in recent months continued in February, particularly in 
Belgium, Spain, Ireland, the Netherlands and Portugal. Taking the 
average for the Community, consumers viewed their own financial 
positions and the general economic situation more pessimistically 
than in the preceding months. But this was no longer the case with 
their expectations for the next twelve months, where the marked 
downward trend was not maintained. Consumers also expect 
inflationary pressures to ease over the coming months. 
Retailers too viewed their economic situations considerably more 
unfavourably in January than in the preceding month. According 
to the February survey results, which are currently available for 
only eight of the nine reporting Community countries, the present 
business situation is assessed even more negatively. Following the 
slump in confidence in January, however, retailers are less 
pessimistic about the business trend over the coming months. Any 
stabilization in the business trend or even an early turn for the 
better can, of course, be discounted. Despite the forthcoming 
seasonal boost to sales, the retail trade is very cautious about 
placing new orders, the volume of stocks still being viewed as 
excessively high. Only in France have stocks of goods recently 
been assessed as being too low. 
The current climate in industry has not deteriorated any further. 
Once again, fewer firms intend to cut back production over the 
coming months. In contrast to the general situation in the 
Community, a growing majority of firms in the United Kingdom 
and Greece actually plan to increase output. Nevertheless, order­
book levels in the Community are still viewed by firms more 
negatively than before. Despite the lack of any further deterior­
ation in the industrial climate, overall economic activity is scarcely 
likely to receive any stimulus from industrial production for the 
time being. 
Industrial firms plan to invest less in extra capacity in 1993. ­
Diminishing investment demand is continuing to curb overall 
economic activity in Europe. An analysis of the October/ 
November 1992 investment survey pinpoints special reasons for 
this weakness. 
The structure of investment is continuing to change, to the 
detriment of investment in extra capacity (see Table 3): in 1993 
industrial firms in the Community intend to allocate only 29 % of 
their planned investment to expanding capacity, compared with 
30 % in 1992, 31 % in 1991 and 36 % in 1990. Over the same 
period, the share taken by investment in rationalization schemes 
has risen from 27 % in 1990 to a planned 30 % in 1993. This 
change in the investment structure is having contrasting effects on 
the growth of productive capacity: while the growth in capacity is 
slowing as a result of the relative decline in investment in extra 
capacity, it is being speeded up by the rise in productivity due to 
rationalization investment. On balance, the growth in productive 
capacity in industry will certainly slacken in 1993. The share of 
capital expenditure on replacement should rise by one percentage 
point to 27 % in 1993. 
Weak demand in 1992 has had a detrimental effect on investment 
plans for 1993. — The importance attached to current demand in 
respect of investment activity has declined sharply over the course 
of the cyclical slowdown and is playing only a minor role in 1993. 
Whereas in 1990 there was on balance still a majority of 40 % of 
firms that cited demand as a major determinant of planned 
investment, this figure had shrunk to 13 % in the most recent 
investment survey. Reduced profit expectations and growing 
financing difficulties were cited as additional reasons for the 
reluctance to investment (see Graph 3). Above all else, firms 
intend, through their investment, to improve their technological 
input so as to increase production efficiency and product quality. 
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GRAPH 3: Factors influencing industrial investment by sector in the Community in 1993 (Balances)(a) 











Basic materials industries 






Source: Investment survey, see Table 2. 
TABLE 1 : Factors influencing industrial investment by 
Sector 
Basic materials industries 
Metal­working industries 
Equipment goods Processing industries 
Food industries 
Industry as a whole (b) 
Demand 
1988 1989 1990 1991 1992 
39 46 40 37 33 
22 44 41 31 24 
46 51 45 27 8 41 47 34 31 12 
35 37 45 39 34 
40 45 40 30 15 







or expected profits 
1988 1989 1990 
28 33 20 32 24 27 
26 26 23 31 25 18 
23 29 18 
25 26 20 
1991 1992 
8 8 7 6 













­ Balances (a) 
Technical 
factors(c) 
1989 1990 1991 
28 30 34 44 51 54 
32 37 35 41 35 38 
33 36 38 
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1990 1991 1992 1993 
17 18 19 20 41 35 33 32 
23 11­10­13 
4 5 6 7 
­ 5 ­ 5 ­ 1 3 ­ 1 4 40 ­ 7 ­ 4 ­ 1 
30 34 22 28 
24 29 22 22 
24 36 15 15 ­ 8 ­ 1 7 ­ 1 8 ­ 1 6 
­ 2 0 ­ 5 ­ 4 1 1 ­ 2 3 6 
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­ 3 ­ 9 




1990 1991 1992 
14 13 11 7 7 6 
20 9 -10-
­ 1 2 4 
17 — 17 — 16­
­ 8 13 11 
­ 3 4 ­ 7 0 ­ 3 1 
4 16 2 ­ 2 ­ 4 ­ 5 
1 2 1 8 7 4 







- 4 2 
1 ­ 5 
1 7 
­ 1 
(a) Balances are the weighted averages of the percentages of answers describing each factor as 'very stimulating' (coefficient 1), 'stimulating' (0.5), 'limiting' (­0.5) and ' 
answers which do not mention any of these descriptions are not taken into account in calculating the above percentages. 
(b) Including the extractive industries in the Federal Republic of Germany, Spain, France, Italy, the Netherlands and Portugal. 
(c) The main ones are technological developments, the availability of labours and its attitude towards the new technologies, and lastly the technical conditions set by the ρ 
they grant the investment permit. In France the survey in 1988 dealt with the obstacles to investment incorporating new technologies. The sign of the balances η 
(d) Belgium: only two qualifications were possible: 'positive' or 'no influence' (see (a)). 
/ery limiting' (­1). The 
Liblic authorities before 
as been inverted. 
TABLE 3 : Structure of industrial investment 
in each sector) (a) 
Sector 
Β Basic materials industries 




Industry as a whole 
DK Basic materials industries 




Industry as a whole 
D Basic materials industries 





Industry as a whole 
GR Basic materials industries 




Industry as a whole 
E(b) Basic materials industries 





Industry as a whole 
F Basic materials industries 





Industry as a whole 
IRL Basic materials industries 




Industry as a whole 
I Basic materials industries 





Industry as a whole 
L Basic materials industries 




Industry as a whole 
NL Basic materials industries 




Industry as a whole 
Ρ Basic materials industries 














































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































TABLE 3 (continued) : Structure of industrial investment (1990-1993) (Breakdown of industrialists' views of the 




Basic materials industries 




Industry as a whole 


















































































































































































































(a) The table gives the most recent data taken from the EC investment surveys of 1992 and 1993. 
(b) Results estimated on the basis of qualitative data. 
(c) No distinction between metal working industries and the equipment goods sector. 
G R A P H 4 : Structure of industrial investment— European Community 1992/1993 
/ % % Replacement Extension Rationalization Others 
1992 Industry as a whole 1993 1992 Equipment goods 1993 
Basic malerials industries Processing industries 
30 
Metal working industries Food industries 
30 
Source: European Community investment survey.. 






index of industrial production 
1. industrial confidence indicator 
2. construction confidence indicator 
3. consumer confidence indicator 
4. share-price index (a) 
= 5. economic sentiment indicator 
index of industrial production 
1. industrial confidence indicator 
2. construction confidence indicator 
3. consumer confidence indicator 
4. share-price index (a) 
= 5. economic sentiment indicator 
index of industrial production 
1. industrial confidence indicator 
2. construction confidence indicator 
3. consumer confidence indicator 
4. share-price index (a) 
= 5. economic sentiment indicator 
index of industrial production 
1. industrial confidence indicator 
2. construction confidence indicator 
3. consumer confidence indicator 
4. share-price index (a) 
= 5. economic sentiment indicator 
index of industrial production 
1. industrial confidence indicator 
2. construction confidence indicator 
3. consumer confidence indicator 
4. share-price index (a) 
= 5. economic sentiment indicator 
IRL index of industrial production 
1. industrial confidence indicator 
2. construction confidence indicator 
3. consumer confidence indicator 
4. share-price index (a) 




index of industrial production 
1. industrial confidence indicator 
2. construction confidence indicator 
3. consumer confidence indicator 
4. share-price index (a) 
= 5. economic sentiment indicator 
index of industrial production 
1. industrial confidence indicator 
2. construction confidence indicator 
3. consumer confidence indicator 
4. share-price index (a) 
= 5. economic sentiment indicator 
index of industrial production 
1. industrial confidence indicator 
2. construction confidence indicator 
3. consumer confidence indicator 
4. share-price index (a) 
= 5. economic sentiment indicator 
EUR index of industrial production 
1. industrial confidence indicator 
2. construction confidence indicator 
3. consumer confidence indicator 
4. share-price index (a) 


























- 3 3 
- 6 3 
- 2 9 
96,5 
- 2 2 
- 3 7 
- 2 0 
95,3 
- 3 8 
- 6 3 
- 3 2 
93,9 
- 3 8 
- 5 9 
- 2 7 
98,5 
- 3 6 
- 6 0 
- 4 6 
97,3 
- 3 8 
- 5 1 
- 2 8 
95,8 
- 2 7 
- 4 5 
- 3 6 
93,3 
- 5 7 
- 5 7 
- 2 4 
97,0 
- 3 5 
- 5 0 












































Used data-signs in the tables: (s.a.) = seasonally adjusted : = not available. 
The figures for the Federal Republic of Germany refer to Western Germany, 
Source, unless stated otherwise : European Community business surveys. 
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- 2 0 
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- 1 3 
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- 3 2 
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- 1 8 




- 2 0 
- 1 3 











- 1 8 
- 1 5 
- 2 0 
137,5 
98,0 
- 2 5 
- 3 7 




- 2 1 
- 4 3 




- 1 1 




- 1 5 
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- 1 5 




- 2 4 
- 5 0 




- 1 9 
- 2 8 





- 1 8 
- 1 2 










- 1 3 
- 1 5 




- 2 0 
- 2 5 




- 1 7 
- 4 2 










- 1 4 
- 7 





- 1 4 




- 1 8 





- 1 5 
- 2 4 
- 1 5 
186,8 
99,7 




- 2 0 
- 1 6 










- 1 7 
- 1 6 




- 2 5 
- 4 6 




- 2 1 
- 4 6 





- 1 8 




- 1 6 
- 1 4 










- 2 7 
- 5 3 




- 1 9 
- 3 0 
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- 1 1 





- 3 0 
- 1 9 
- 2 5 
124,3 
96,1 
- 3 5 
- 5 2 




- 2 8 
- 5 5 
- 2 1 
203,8 
98,6 
- 1 1 
- 2 4 




- 1 9 
- 3 4 




- 1 0 
- 1 8 




- 2 6 
- 5 3 




- 2 6 
- 3 7 





- 2 2 
- 1 9 








- 2 0 
- 1 8 




- 2 3 
- 4 0 
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- 1 0 
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- 2 9 
- 5 9 




- 2 1 
- 3 1 






- 2 4 
- 1 8 
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- 2 5 
- 1 9 
- 2 2 
122,6 
96,8 
- 3 3 
- 5 9 




- 2 5 
- 5 5 





- 2 3 




- 2 0 
- 1 7 










- 2 4 
- 5 5 




- 2 3 
- 3 5 






- 2 8 
- 1 6 








- 3 1 
- 1 9 
- 2 5 
125,5 
96,0 
- 3 5 
- 5 4 




- 2 9 





- 2 4 




- 1 8 
- 4 0 




- 1 2 
- 1 9 




- 2 8 
- 5 6 




- 2 7 
- 3 9 




- 2 9 
- 1 6 








- 3 4 
- 2 1 
- 2 7 
124,8 
95,5 
- 3 8 
- 4 5 




- 3 0 
- 2 3 
207,8 
98,2 
- 1 7 
- 2 6 




- 2 0 
- 4 5 




- 1 1 
- 1 5 




- 2 4 
- 5 0 




- 2 8 
- 3 9 





- 3 2 
- 1 8 
- 2 0 
171,3 
97,9 
- 1 7 




- 3 4 
- 2 4 
- 2 9 
128,3 
95,3 
- 4 4 
- 5 3 




- 3 0 
- 5 9 
- 2 4 
212,5 
98,0 
- 1 3 
- 3 0 
- 1 6 
231,7 
100,8 
- 2 2 
- 2 9 
- 3 0 
145,0 
96,4 
- 1 0 
- 1 5 
- 1 1 
. 141,8 
98,8 
- 2 0 
- 4 2 
- 1 5 
206,0 
98,5 
- 2 8 
- 3 7 




- 3 1 
- 1 8 





- 3 4 
- 2 6 
- 2 8 
135,9 
95,4 
- 3 7 
- 4 6 




- 3 4 
- 2 4 
222,9 
97,7 
- 1 6 
- 2 9 
- 2 4 
239,9 
99,9 
- 2 2 
- 5 4 
- 3 0 
153,8 
96,0 
- 1 1 
- 1 1 
- 1 5 
147,0 
98,5 
- 1 5 
- 3 9 
- 1 7 
209,4 
98,9 
- 2 7 
- 4 1 














OF FINISHED PRODUCTS 
SELLING­PRICE EXPECTATIONS 
survey of manufacturing industry — Monthly questions 
i.e. differences between the percentages 
Β 






E F IRL 
I L NL 
Ρ LK 
FUR 
Β DK D GR 
E F IRL I L 
NL Ρ UK 
EUR 
Β DK 
D GR E F IRL 
i L Ρ UK 
EUR 
Β DK 
D GR E F IRL 
I L NL Ρ UK 
EUR 
Β D GR 
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­37 ­22 ­66 
­ 1 3 
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­ 2 6 ­14 ­ 4 ­ 2 3 
­39 ­ 3 5 
­ 2 2 ­28 ­38 
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­ 2 8 
­30 
­ 4 ­32 ­ 2 4 ­33 
­ 3 4 ­20 ­ 3 3 ­47 ­ 2 4 ­35 
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7 18 
0 14 26 21 8 
19 7 8 10 26 
15 
2 14 
28 0 11 ­ 1 
16 ­32 17 
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the questions on production 
1992 
­ 2 0 
­ 7 ­ 1 8 ­ 4 ­ 2 5 ­21 ­ 4 ­ 1 5 ­ 2 8 ­ 6 ­12 
­ 2 4 




­ 4 ­ 4 1 
1 
­28 4 3 ­ 1 
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­ 1 5 ­30 
­49 
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­ 1 
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and th« ■ composite industrial confidence indicator (a) 
giving positive and 
II 
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(a) not seasonally adjusted ; 
(b) percentage balances ; 
(c) excl. large multiple shops; 
(d) refers to volume of sales for the time of the year. 
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(a) The indicator is an averagi 
Survey of the construction industry 














































































































































































)rder­books and employment expectations. 





















































































































GRAPH 5 : Survey in the construction industry 
Deviation from long-term average in percentage points 
European Community (s.a.) 
Confidence indicator (a) 
Average 1982-1992: -24 
Order-books 
Average 1982-1992: -11 
Employment expectations 







87 88 89 90 91 92 93 87 88 89 90 91 92 93 87 88 89 90 91 92 93 
(a) See table 7. 
10 
TABLE 8: Consumer opinion on economie and financial conditions (a) 
1986 1987 1989 1990 1991 1992 199; 





















































































































-16 -17 -17 
- 5 - 8 - 6 
-22 -25 -27 
-32 -34 -33 
-31 -30 -33 




























over last 12 months 
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3 - 1 2 
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-16 -16 -19 






























































































































































































over last 12 months 































-16 -1 -2 
-28 -24 -15 




































































-39 -41 -37 
-6 -18 -18 
-41 -44 -50 
-38 -11 -W 
-42 -43 -47 
-43 -A4 -47 
- 1 8 - 4 9 - 4 4 
-60 -59 -61 
-19 -28 -34 
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-28 -31 -27 
-5 -10 -9 
-29 -35 -41 
-21 -22 -20 
-38 -36 -37 
-22 -26 -29 
-24 -22 -20 
-35 -29 -32 
-17 -30 -31 
-8 -12 -15 








































EUR(c) -5 -7 -10 -16 20 -18 -20 -22 -24 -28 -29 -31 -28 -28 
PRICE TRENDS 
over last 12 months 






































































































































































14 11 14 28 33 33 32 33 33 33 31 
25 
6 
5 42 10 




12 45 15 































































































































51 26 11 



























EUR(c) 19 22 26 33 38 39 34 35 36 33 33 34 34 33 31 28 
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TABLE 8 (continued) : Consumer opinion 
UNEMPLOYMENT 
— over next 12 months 
MAJOR PURCHASES 
— at present 
— over next 12 months 
SAVINGS 
— at present 
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(a) The sum of the replies for each Member State are weighted in the Community total with the value of consumers' expenditure. 
(b) The indicator represents the arithmetic average of results for five questions, namely the two on the financial situation of the household, the 
concerning major purchases at present. 
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Questions of European Community business and consumer surveys* 
Manufacturing industry 
Monthly: 
­ production trend observed in recent months: up, unchanged, down? ­ assessment of order­book levels: above normal, normal, below normal? 
­ assessment of export order­book levels: above normal, normal, below normal? 
­ assessment of stocks of finished goods: above normal, normal, below normal? ­ production expectations for the months ahead: up, unchanged, down? 
­ selling­price expectations for the months ahead: up, unchanged, down? 
Quarterly (January, April, July and October): 
­ employment expectations for the months ahead: up, unchanged, down? 
­ limits to production: none, insufficient demand, shortage of labour, lack of equipment, 
others? 
­ assessment of current production capacity: more than sufficient, sufficient, not sufficient? 
­ duration of production assured by current order­book levels: in months? 
­ new orders in recent months: up, unchanged, down? 
­ export expectations for the months ahead: up, unchanged, down? 
­ current level of capacity utilization: in percentage? 
­ assessment of stocks of raw material: high, normal, low? 
All industries 
Half­yearly (undertaken in March/April and October/November): 
­ investment trends and prospects: yearly percentage change of investment expenditure in 
current money values. 
Building industry 
Monthly: 
­ current production compared with the preceding months: up, unchanged, down? 
­ limits to production: none, insufficient demand, bad weather, shortage of manpower, 
shortage of material and/or equipment, others? 
­ order­books or production schedules: above normal, normal, below normal? 
­ employment expectations for the months ahead: up, unchanged, down? 
­ price expectations for the months ahead : up, unchanged, down? 
Quarterly (January, April, July and October) 
­ duration of assured production: in months? 
Retail trade sector 
Monthly: 
­ we consider our present business (sales) position to be: good, satisfactory (normal for the 
season), bad; 
­ we consider our present stock to be : too small, adequate (normal for the season), too large ; 
­ we expect that our orders placed with suppliers during the next (three) months, excluding 
purely seasonal variations, will be: up, unchanged, down; 
­ our business trend over the next six months, excluding purely seasonal variations, will 
improve, remain unchanged, deteriorate. 
Quarterly : 
­ In the next (three) months, and compared with today, the number of persons we employ will : 
increase, remain unchanged, decline. 
Consumer survey 
Monthly: 
­ How does the financial situation of your household now compare with what it was 12 months ago ? got a lot better, got a little better, stayed the same, got a little worse, got a lot worse, don't know. 
­ How do you think the financial position of your household will change over the next 
12 months? get a lot better, get a little better, stay the same, get a little worse, get a lot worse, 
don't know. 
­ How do you think the general economic situation in this country has changed over the last 
12 months? got a lot better, got a little better, stayed the same, got a little worse, got a lot 
worse, don't know. 
­ How do you think the general economic situation in this country will develop over the next 
12 months? get a lot better, get a little better, stay the same, get a little worse, get a lot worse, 
don't know. 
­ Compared with what it was 12 months ago, do you think the cost of living is now : very much 
higher, quite a bit higher, a little higher, about the same, lower, don't know? 
­ By comparison with what is happening now, do you think that in the next 12 months : there 
will be a more rapid increase in prices, prices will increase at the same rate, prices will increase 
at a slower rate, prices will stay about the same, prices will fall slightly, don't know? 
­ How do you think the level of unemployment in the country will change over the next 
12 months? Will it increase sharply, increase slightly, remain the same, fall slightly, fall 
sharply, don't know? 
­ Do you think that there is an advantage for people to make major purchases (furniture, 
washing machines, TV sets etc.) at the present time? yes, now is the right time; it is neither the 
right time nor the wrong time; no, it is the wrong time, the purchase should be postponedÍ 
don't know. 
­ Over the next 12 months, how do you think the amount of money you will spend on major 
fmrchases will compare with what you spent over the last 12 months ? Will it be : much more, a ittle more, about the same, a little less, much less, don't know. ­ In view of the general economic situation, do you think this is : a very good time to save, quite a 
good time to save, rather an unfavourable time to save, a very unfavourable time to save, don't know? 
­ Over the next 12 months, how likely are you to be able to save any money? very likely, fairly 
likely, fairly unlikely, very unlikely, don't know. 
­ Which of these statements best describes the present financial situation of your household? we 
are running into debt, we are having to draw on our savings, we are just managing to make 
ends meet on our income, we are saving a little, we are saving a lot, don't know. 
Economic sentiment indicator 
The economic sentiment indicator is a composite measure in which the industrial confidence 
indicator and the consumer confidence indicator are given equal weight, while the construction 
confidence indicator and the share­price index arc attributed naif the weight of each of the other 
two. The share­price index is included in the composite indicator in ratio­to­trend form, in order 
to separate short­term or cyclical variations from long­term increases in the value of shares. The 
long­term trend of the series is calculated using the NBER Bry­Boschan growth cycle 
programme. 
Industrial confidence indicator 
The industrial confidence indicator is the arithmetic average of the answers (balances) to the 
questions on production expectations, order­books and stocks (the latter with inverted sign). 
Construction confidence indicator 
The construction confidence indicator is the arithmetic average of the answers (balances) to the 
questions on order­books and employment expectations. 
Consumer confidence indicator 
The consumer confidence indicator is the arithmetic average of the answers (balances) to the 
four questions on the financial situation of households and general economic situation (past and 
future) together with that on the advisability of making major purchases. 
' See Supplement B: Special edition ­ July 1991. 
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